
 
 

 
    The Agenda 
 

Retirement Pension Committee 
August 11, 2011 

3:30 PM 
 
 
 
CALL TO ORDER 
 
 
CONSENT AGENDA 
 
Approval of Minutes – 5/12/11 
 
 
OLD BUSINESS: 
 

 Core Bond SAGIC Rate 
 Publicizing Quarterly Pension meetings 

 
 
NEW BUSINESS: 
 

 Introduction of Associate Vice President Chad Smith – Morgan Stanley Smith Barney 
 Request approval for Mass Mutual to take on administrative review of QDRO – 

Qualified Domestic Relations Orders 
 Investment Performance Review – Morgan Stanley Smith Barney 
 Quarterly Review   

 
 
ADDITIONAL ITEMS 
 

 Next scheduled Pension Board Meeting – November 10, 2011 at 3:30pm 
 
 
ADJOURNMENT 
 
 
 
 
 
 
Retirement Pension Committee      Meeting Location    
Allen McCarty, Chairman - Jack Krakeel, Vice Chairman    Commissioners Conference Room  
Connie Boehnke, Wayne Hannah, Allen McCullough, Tony Parrott    Administrative Complex  
          140 Stonewall Avenue    
Staff Members        Fayetteville, GA  30214 
Lewis Patterson, Lori Smith       
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Important Disclosures:

The information contained herein was obtained from sources believed to be reliable, but its
accuracy is not guaranteed. The information was gathered from sources not affiliated with
Morgan Stanley Smith Barney. Therefore, Morgan Stanley Smith Barney cannot guarantee
its accuracy.

Tax laws are complex and subject to change. Morgan Stanley Smith Barney LLC, its
affiliates and Morgan Stanley Smith Barney Financial Advisors do not provide tax or legal
advice and are not “fiduciaries” (under ERISA, the Internal Revenue Code or otherwise) with
respect to the services or activities described herein except as otherwise agreed to in writing
by Morgan Stanley Smith Barney. This material was not intended or written to be used for the
purpose of avoiding tax penalties that may be imposed on the taxpayer. Individuals are urged
to consult their tax or legal advisors before establishing a retirement plan and to understand
the tax, ERISA and related consequences of any investments made under such plan.

Articles provided in this report are for informational purposes only and their accuracy and
completeness are not guaranteed by Morgan Stanley Smith Barney. The author(s) and/or
publication are neither employees of nor affiliated with Morgan Stanley Smith Barney LLC
and their opinions do not necessarily reflect those of Morgan Stanley Smith Barney. In
addition, the information and data used in the publication or article are as of the date of the
article when it was written and are subject to change without notice.
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• In its June 24 update, the Department of Commerce estimated that Gross Domestic 
Product (GDP) grew at an annual rate of 1.9% in the first quarter of 2011, in 
comparison with 3.1% in the fourth quarter of 2010. Both Morgan Stanley and Citi
economists forecast that U.S. GDP will grow 2.7% in 2011. 

• For the second quarter, the seasonally adjusted unemployment rate rose from 9.0% 
for April to 9.2% for June. The number of jobs increased slightly during the quarter by 
both seasonally adjusted and unadjusted measures. While the number of jobs in 
construction, manufacturing, and services grew, the number of government jobs 
declined at the local, state, and federal levels. 

• According to the most recent estimate from the Commerce Department, corporate 
profits rose 2.9% between the fourth quarter of 2010 and the first quarter of 2011, 
and 10.2% between the first quarter of 2010 and the first quarter of 2011. 

• Inflation remained low in the U.S. According to the Bureau of Labor Statistics, the 
seasonally adjusted Consumer Price Index rose 0.4% in April and 0.2% in May. 
Morgan Stanley economists expect an inflation rate of 3.1% for 2011, while Citi
economists forecast a 2011 rate of 2.9%. 

Economic Highlights
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• The Census Bureau reported that privately owned housing starts in May 2011 were at 
a seasonally adjusted annual rate of 560,000—3.5% above the revised April 
estimate, but 3.5% below May 2010 housing starts. Most experts agree that 
uncertainties about the economy and expectations of continuing declines in house 
prices continue to weigh down demand for new homes. 

• The Census Bureau also reported that seasonally adjusted retail and food services 
sales declined 0.2% between April and May, but increased 7.7% between May 2010 
and May 2011. 

• In June, the Institute for Supply Management’s manufacturing-sector index (PMI) was 
55.3, up 1.8 from May, though down from April’s 60.4. PMI has been above 50 for 23 
consecutive months, and above 42 for 25 consecutive months. 

• The ISM Nonmanufacturing Index (NMI) fell 1.3 to 53.3 between May and June, but 
rose 0.5 between April and June. The index has now been above 50 for 19 
consecutive months. Generally speaking, a PMI or NMI over 50 indicates that the 
sector is expanding, and a PMI over 42 indicates that the overall economy is 
expanding. 

Economic Highlights
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Equity Market Highlights

• In the second quarter, the global business and equity upswing flattened somewhat due to weaker 
than expected U.S. and Chinese economic data, continued softness in U.S. residential real estate, 
and sovereign debt concerns in Greece that posed challenges for European policy makers. 

• However, U.S. markets surged in the quarter’s final week, indicating that investors are willing to 
give the economy the benefit of the doubt. 

• The Federal Reserve’s quantitative easing ended on June 30, yet the central bank’s long-
anticipated exit from the Treasury bond market had negligible near-term effect on the markets. 

• Despite the soft patch, both Morgan Stanley and Citi economists expect growth in excess of 6% in 
2011 for emerging-market (EM) economies, while developed-market (DM) economies could gain 
approximately 2%. 

• According to the Dow Jones-UBS Commodity index, commodity prices fell 6.7% in the second 
quarter, compared with a 4.4% first-quarter gain, which was fueled by rising oil prices. 

• China is still growing rapidly, and many other emerging nations are getting wealthier, too, 
supporting the thesis that these nations will consume more raw materials, thereby potentially 
bolstering global demand for commodities. 



August 11, 2011 Fayette County Retirement 
Pension Committee

5

Equity Market Highlights

• Mergers-and-acquisitions activity declined in the second quarter, as market volatility discouraged 
large-scale commitments. Global M&A volume for the quarter totaled $741.3 billion, down 7% 
from the first quarter. Still, global deal volume for the second quarter was up 23% from a year ago.

• The Dow Jones Industrials were up 1.4% for the second quarter. 

• The NASDAQ Composite lost 0.3% for the quarter. 

• The S&P 500 gained 0.1% for the quarter. The largest advances among the S&P stock sectors for 
the quarter were for Health Care (7.9%), Utilities (6.1%), and Consumer Staples (5.3%). 
Consumer Discretionary (3.5%) and Telecommunication Services (2.1%) also rose. 
Industrials (-0.7%), Materials (-0.9%), and Information Technology (-1.4%) declined slightly. 
Energy and Financials lagged, down 4.6% and 5.9%, respectively. 
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Bond Market Highlights

• As U.S. economic data and European debt worries worsened in the second quarter, investors 
snatched up bonds in a quest for a safe haven from stocks. This return to bonds represents a 
pullback from first-quarter investments in the stock market. 

• Due to a strong Treasury rally, the bond market turned in a solid showing. Treasurys of all 
maturities gained 2.8% during the quarter. High-yield corporate bonds gained 0.8%, and 
investment-grade debt of corporate borrowers rose 2.6%. This flight to safety pushed Treasury-bill 
yields to zero and even into slightly negative territory in June. 

• In addition, low interest rates coaxed some companies, already flush with cash, into tapping the 
bond market. As a result, issuance of U.S. investment-grade debt totaled $202.8 billion during the 
quarter, up 55% from the same period one year prior, but 29% lower than the first quarter. 

• The Barclays Capital U.S. Aggregate Bond index, a general measure of the fixed-income market, 
rose 2.3% for the second quarter. The Barclays Capital High Yield index, a measure of lower-
rated corporate bonds, rose 1.1% for the quarter. Investors shook off their wariness of mortgage-
backed securities, sending the Barclays Capital Mortgage Backed index up 2.3% for the quarter. 

• During the second quarter, investors overcame the ongoing negative headlines about state and 
local government finances to stage a six-week rally in the municipal-bond market. As a result, the 
Barclays Capital Muni index was up 3.9% for the quarter. 
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Fayette County 401(a) Plan Highlights

• The Fayette County 401(a) portfolio increased approximately 0.82% during the quarter 
ended June 30. This gain was 0.28% better than the benchmarks’ gain of 0.54% on a 
weighted average over the same period. 

• The 401(a) plan outperformed its benchmarks on a three year and five year basis and 
narrowly underperformed, by 16 basis points on a one year basis.

• Most asset classes posted gains in the second quarter, although large cap and mid cap 
holdings declined modestly in the period.

• The Asset Allocation Funds, Core Bond SAGIC, Small Cap and International funds all 
outperformed their respective benchmarks during the quarter. 

• For the one year period ended June 2011, the Fayette County 401(a) portfolio rose 18.00% or 16 
basis points less than the benchmark rise of 18.16%. The portfolio outperformed the benchmarks 
by 0.62% for the three year period, and by 1.38% over the five year period.
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Fayette County 457(b) Plan Highlights

• The Fayette County 457(a) portfolio increased approximately 0.74% during the quarter 
ended June 30. This gain was 0.29% better than the benchmarks’ gain of 0.45% on a 
weighted average over the same period. 

• The 457(b) plan outperformed its benchmarks on a three year and five year basis and 
narrowly underperformed, by 12 basis points on a one year basis.

• Most asset classes posted gains in the second quarter, although large cap and small cap 
holdings declined modestly in the period.

• The Asset Allocation Funds, Core Bond SAGIC, Small Cap and International funds all 
outperformed their respective benchmarks during the quarter. 

• For the one year period ended June 2011, the Fayette County 457(b) portfolio rose 18.68% or 12 
basis points less than the benchmark rise of 18.80%. The portfolio outperformed the benchmarks 
by 0.31% for the three year period, and by 1.35% over the five year period.
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Fayette County Plan Diversification
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Fayette County Plan Highlights

The 401(a) Plan

The 457(b) Plan

% of 
Investment $ Value Portfolio 2nd Qtr 1 yr 3 yrs 2nd Qtr 1 yr 3 yrs
Core Bond SAGIC (60325) 4,260,157.80$    32.99% 1.02% 4.05% N/A 0.02% 0.14% 0.35%
Large Cap 3,281,368.57$    25.41% -0.29% 27.40% 2.57% 0.24% 32.52% 3.93%
International/Global 1,322,082.21$    10.24% 1.69% 30.51% 1.57% 1.07% 30.43% -0.75%
Asset Allocation/Target Date 1,288,620.13$    9.98% 1.16% 20.47% 4.32% 0.81% 20.31% 4.58%
Fixed Income 1,281,379.59$    9.92% 1.75% 5.57% 8.98% 2.29% 4.01% 6.51%
Mid Cap 618,981.47$       4.79% -0.05% 31.32% 5.44% 0.70% 39.65% 6.50%
Small Cap 555,698.54$       4.30% 0.37% 38.23% 14.26% -1.75% 36.57% 7.67%
Nuveen Real Estate Securities Fund 306,043.77$       2.37% 3.63% 35.18% 7.65% 3.88% 35.57% 4.88%
     Total 12,914,332.08$  0.82% 18.00% 4.76% 0.54% 18.16% 4.14%

Portfolio Benchmarks

% of 
Investment $ Value Portfolio 2nd Qtr 1 yr 3 yrs 2nd Qtr 1 yr 3 yrs
Core Bond SAGIC (60325) 5,092,502.13$    29.86% 1.02% 4.05% N/A 0.02% 0.14% 0.35%
Large Cap 4,735,286.51$    27.76% -0.22% 27.18% 2.78% 0.19% 32.26% 3.81%
Fixed Income 1,892,323.42$    11.09% 1.72% 5.88% 8.97% 2.25% 4.35% 6.69%
Asset Allocation/Target Date 1,774,046.78$    10.40% 1.15% 20.55% 4.27% 0.83% 20.51% 4.61%
International/Global 1,556,415.01$    9.12% 1.69% 30.52% 1.57% 1.07% 30.43% -0.75%
Mid Cap 857,124.93$       5.02% 0.29% 38.12% 4.77% 1.04% 41.01% 6.54%
Small Cap 821,417.77$       4.82% -0.02% 36.51% 10.60% -1.87% 35.91% 7.58%
Specialty 328,286.90$       1.92% 1.09% 35.44% 9.81% -0.35% 32.33% 9.05%
     Total 17,057,403.45$  0.74% 18.68% 4.69% 0.45% 18.80% 4.38%

Portfolio Benchmarks

Fayette County Plan Highlights



August 11, 2011 Fayette County Retirement 
Pension Committee

11

Relative Performance

% of 
Investment $ Value Portfolio 2nd Qtr 1 yr 3 yrs 5 yrs

Alger Health Sciences Fund 96,076.98$         0.32% 4.42% 0.14% -3.63% 0.03%
Invesco Small Companies Fund 649,061.60$       2.17% 2.40% 2.69% 10.20% 4.71%
American Century Utilities Fund 54,557.43$         0.18% 1.83% -1.21% -7.04% -2.66%
Allianz NFJ Small Cap Value Fund 502,953.52$       1.68% 1.71% 0.99% 0.73% 4.92%
American Century Equity Income Fund 1,049,799.63$    3.50% 1.54% -6.16% 3.04% 2.74%
Invesco Van Kampen Small Cap Growth Fund 225,101.19$       0.75% 1.24% -3.70% -3.76% -0.25%
American Funds Capital World Growth and Income Fund 1,312,206.05$    4.38% 1.11% -1.37% 0.19% 1.93%
Core Bond SAGIC (60325) 9,352,659.93$    31.20% 1.00% 3.91% N/A N/A
American Century LIVESTRONG 2045 Portfolio Fund 2,525.74$          0.01% 0.54% -3.00% -1.87% -0.55%
Oakmark Equity & Income Fund 2,401,149.41$    8.01% 0.43% 0.10% -0.01% 2.49%
American Century LIVESTRONG 2035 Portfolio Fund 223,509.15$       0.75% 0.37% -3.34% -1.52% -0.40%
T. Rowe Price Global Technology Fund 149,620.15$       0.50% 0.35% 8.73% 6.91% 4.38%
Manning & Napier World Opportunities Fund 1,566,291.17$    5.23% 0.21% 1.30% 4.11% 4.28%
American Century LIVESTRONG 2025 Portfolio Fund 270,639.02$       0.90% 0.05% -0.45% -0.98% -0.29%
Select Indexed Eqty Fd (Northrn Tr) 2,024,398.38$    6.75% -0.20% -2.18% -0.99% -1.03%
Nuveen Real Estate Securities Fund 306,043.77$       1.02% -0.25% -0.39% 2.77% 2.57%
Premier High Yield Fund (Babson) 80,975.31$         0.27% -0.39% 0.43% -3.97% -3.00%
Perkins Mid Cap Value Fund 90,202.46$         0.30% -0.41% -9.38% N/A N/A
Total Return Fund (PIMCO) 3,092,727.70$    10.32% -0.54% 1.57% 2.52% 1.85%
American Century LIVESTRONG 2015 Portfolio Fund 40,383.35$         0.13% -0.55% 3.06% -1.07% -0.47%
Henssler Equity Fund 2,788,448.06$    9.30% -0.58% -4.77% -0.48% 0.99%
American Century LIVESTRONG Income Portfolio Fund 124,460.24$       0.42% -0.75% 6.50% -1.99% -1.08%
Invesco Mid Cap Core Equity Fund 698,640.07$       2.33% -0.77% -13.51% -0.43% 0.97%
American Century Heritage Fund 687,263.87$       2.29% -0.79% 3.85% -2.52% 3.83%
American Funds Growth Fund of America 2,154,009.01$    7.19% -1.52% -7.74% -4.26% -2.75%
T. Rowe Price Financial Services Fund 28,032.34$         0.09% -3.70% -8.23% -1.87% -2.52%

Fayette County Plan Relative Performance
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Fayette County Report Card

Style
Style 
Drift R2

Risk / 
Return

Up / 
Down

Info   
Ratio

Return 
Rank

Info 
Ratio 
Rank Qual.

Score 
Q2 11

Score 
Q1 11

Score 
Q4 10

Score 
Q3 10

Large Cap Value

American Century Equity Income A 1 1 1 1 1 1 1 1 2 10 9 10 10
Large Cap Blend

MassMutual Select Indexed Equity A 1 1 1 1 0 0 0 0 1 5 5 5 5

Henssler Equity 1 1 1 1 0 1 0 0 2 7 8 9 9
Large Cap Growth

American Funds Growth Fund of Amer R3 1 1 1 1 0 0 0 0 2 6 6 6 6
Mid Cap Value

Perkins Mid Cap Value S 0 1 1 1 0 1 0 0 2 6 6 8 8
Mid Cap Blend

AIM Mid Cap Core Equity A 1 1 1 1 0 1 0 0 2 7 7 9 9
Mid Cap Growth

American Century Heritage A 1 1 1 1 1 1 1 1 2 10 10 10 10
Small Cap Value

Allianz NFJ Small Cap Value A 0 1 1 1 1 1 1 1 2 9 8 8 9
Small Cap Blend

AIM Trimark Small Companies A 1 1 1 1 1 1 1 1 2 10 10 10 10
Small Cap Growth

Van Kampen Small Cap Growth A 1 1 1 1 0 0 0 0 2 6 6 6 9
International - Large-Cap Core

Manning & Napier World Opportunities A 1 1 1 1 1 1 1 1 2 10 10 10 10

Style Risk/Return Peer Group
Fayette County 401 & 457 Plans -  Q2 11

Period

Fayette County Plan Report Card
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Fayette County Report Card

Style
Style 
Drift R2

Risk / 
Return

Up / 
Down

Info   
Ratio

Return 
Rank

Info 
Ratio 
Rank Qual.

Score 
Q2 11

Score 
Q1 11

Score 
Q4 10

Score 
Q3 10

Global

American Funds Capital World G/I R3 0 1 1 1 1 1 0 0 2 7 8 8 10
Core Fixed Income

PIMCO Total Return A 1 1 0 1 1 1 1 1 2 9 9 9 9
High Yield

MassMutual Premier High Yield A 1 1 1 1 0 0 0 0 2 6 6 6 6
Technology

T. Rowe Price Global Technology 1 1 1 1 1 1 1 1 1 9 9 8 5
Utilities

American Century Utilities Inv 1 1 1 1 1 1 1 1 2 10 10 10 7
Real Estate

First American Real Estate Secs A 1 1 1 1 1 1 1 1 2 10 10 10 10
Health Care

Alger Health Sciences A 1 1 1 1 1 1 0 1 2 9 10 9 6
Finance

T. Rowe Price Financial Services 1 1 1 1 1 1 1 1 2 10 10 9 7

Style Risk/Return Peer Group
Fayette County 401 & 457 Plans -  Q2 11

Period

Fayette County Plan Report Card
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Fayette County Plan Watchlist

• The T. Rowe Price Global Technology Fund was removed from the Watchlist because of 
performance and improved Report Card Scores.

• No other funds scored below acceptable levels and no further action is indicated at this 
time.



 

The Fallon Group 
500 Westpark Drive, Suite 100 
Peachtree City, GA 30269 
T: (770)-631-0600 
F: (770)-632-6576 
 

PLAN SPONSOR USE ONLY 

 
 
 
2nd Quarter 2011 Review 
Thursday, August 11th, 2011 
 
Prepared for: Fayette County Retirement Pension Committee 
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